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Task 1 - Explain ‘Deciding on changes’



Task 2 - How can be classified investments
(considering long-term effects of decision making)?



Task 3 - Describe the basic division of deciding
on changes.



Task 4 - Which type of decision making will use 
as a tool Payback period?



Example 1 - Pricing decision

Assume that a company selling hot dogs in Prague market 
estimates product demand for its large hot dog for a particular 
period to be:

Choice Demand

1 15 000 units at 138 CZK per unit

2 12 000 units at 161 CZK per unit

3 10 000 units at 184 CZK per unit

4 7 000 units at 207 CZK per unit



Example 1 - Pricing decision

The company′s fixed costs of 460 000 CZK per year are not 
affected by the different volume alternatives. 
Variable costs are 115 CZK per unit. 

What price should be set for the product? 



Example 2 - Decision making

Assume Company (ABC) producing and selling a single product 
with a variable cost of 184 CZK per unit. 
Annual capacity is 10 000 units, and annual fixed costs total
1 104 000 CZK.

The selling price is 460 CZK per unit and production and sales 
are budgeted at 5 000 units.

Budgeted income before income taxes is 276 000 CZK.



Example 2 - Decision making
Income statement (ABC - 31. 12. 20XX)

CZK CZK CZK
Revenue (5 000 units at 460 CZK) 2 300 000

Variable costs:

Direct material costs (92 CZK per unit) 460 000

Labor (23 CZK per unit) 115 000
Overhead (46 CZK per unit) 230 000

Marketing and administrative costs (23 CZK per unit) 115 000
Total variable costs (184 CZK per unit) 920 000

Fixed costs:

Overhead 644 000

Marketing and administrative costs 460 000

Total fixed costs 1 104 000

Total costs (404.80 CZK per unit) 2 024 000

Net income 276 000



Example 2 - Decision making

The company receives an additional order for 3 000 units 
at 230 CZK per unit. 

This 230 CZK price is not only half of the regular selling price 
per unit, but also less than the 404.80 CZK average cost per unit 
(2 024 000 CZK/5 000 units).

Task: Prepare the revised income statement.
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Thank you for your attention!




